SENATE FI NANCE COWM TTEE
April 2, 2010
9:02 a. m

9:02:10 AM

CALL TO ORDER

Co-Chair

Stednman called the Senate Finance Committee

meeting to order at 9:02 a. m

VEMBERS PRESENT

Senat or
Senat or
Senat or
Senat or
Senat or
Senat or
Senat or

Lyman Hof f man, Co- Chair
Bert Stedman, Co-Chair
Charlie Huggins, Vice-Chair
Johnny Ellis

Denni s Egan

Donny d son

Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

Esther Cha, Staff, Senator Lesil MQGuire; Darwi n Peterson,

St af f,

Co-Chair Stedman; Mke Pawl owski, Staff, Senator

Lesil MQuire

PRESENT VI A TELECONFERENCE

None
SUMVARY

SB 117

SB 234

PRI CE OF Cl GARETTES

CSSB 117 (L&C) was REPORTED out of Conmittee with
a "do pass" recomendation and with zero FN 1

(REV) .
EXTEND ALCOHOLI C BEVERAGE CONTROL BOARD

SB 234 was heard and HELD in Committee for
further consideration.
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SB 239 | GNI TI ON | NTERLOCK DEVI CES/ DUl / CHEM TEST

CSSB 239 (JUD) was REPORTED out of Commttee with
a "do pass" reconmendation and with two zero
fiscal notes: FN 1 (LAW and FN 2 (ADM .

SB 243 NO ROYALTY ON CGEOTHERMAL RESOURCE

CSSB 243 (FIN) was REPORTED out of Commttee with
a "do pass" recommendation and with a new zero
fiscal by the Departnent of Natural Resources, a
new zero fiscal note by the Departnent of
Adm nistration, and a previously published zero

FN 2 (REV).
SB 264 COVMVERCI AL FI SHI NG & AGRI CULTURE BANK

SB 264 was REPORTED out of Committee with a "do
pass" recomendation and with FN 1 (CED).

9:02: 52 AM

#sb117
SENATE BI LL NO. 117

"An Act requiring the Departnment of Revenue to set the
m nimum price for cigarettes for sale by whol esal ers
and retailers; and prohibiting a wholesaler or
retailer from selling at whol esale or retail
cigarettes at a lower price than the price set by the
Depart ment of Revenue."

Senator O son asked if there had been any opposition to the
bill from vendors.

ESTHER CHA, STAFF, SENATOR LESIL MCGUI RE, replied that so
far, there has been no opposition. There was sone
opposition to the original version of the bill, but a
conprom se was reached.

Co-Chair Stedman noted one fiscal note. He stated that
t here had been public testinony on the bill.

9:04:18 AM

Co-Chair Hoffman MOVED to REPORT CSSB 117 (L&C) out of
Conmittee with i ndi vi dual r ecommendat i ons and t he
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acconpanyi ng fiscal note. There being NO OBJECTION, it was
so order ed.

CSSB 117 (L&C) was REPORTED out of Committee with a "do
pass" recommendation and with zero FN 1 (REV).

9: 04: 44 AM

#sb234
SENATE BILL NO. 234

"An Act extending the termnation date of the
Al coholic Beverage Control Board; and providing for an
effective date.”

Co-Chair Hoffman MOVED to ADOPT the CS for SB 234, | abel ed
26-LS1350\E, Bullard, 3/31/10.

Co-Chair Stedman OBJECTED.

DARW N PETERSON, STAFF, CO CHAIR STEDVAN, explained the
changes in the new CS. The first change is in Section 1 and
deals with the quorum for the board. Previously, the
executive director was allowed to vote in order to break a
tie. Now, the executive director can no |onger vote.

M. Peterson highlighted a second change found in Section
2, dealing with the statew de database. The board creates
and maintains a statew de database on |iquor purchased and
shipped to rural parts of the state. Currently, information
in the database is available to package store |icensees,
| aw enforcenent, probation officers, and the board. The
change is found on page 2, line 19-21, where now the person
who is the subject of the information also has access to
that i nformation

M. Peterson detailed the third change, which is found on
page 2, line 25, in Section 4. Two sections in the al coho
title are being repealed. The board would no |onger be
allowed to use mnors to access as apprentices if they are
with a law enforcenment officer.

9:07: 07 AM

Senator (O son reported that initially +the executive
director was given the opportunity to vote because the
board only had five nenbers. He asked what was planned to
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deal with a 2-2 split. M. Peterson replied that the board
woul d have to wait until they had a quorum At a previous
hearing the executive director testified that she supported
t he change. Senator O son restated his question to ask what
the nmechanism would be to rectify a split vote. M.
Pet erson explained that the issue before the board would
not pass and the board would have to wait for five nenbers
to be present.

Senator Ellis thought one of the proposed changes woul d
remove a primary tool of enforcenent related to selling
al cohol to underage Al askans. He questioned the rationale.
M. Peterson explained that in a previous hearing the chair
testified that he felt it was unfair for the board to use
m nors when the owner of the prem ses and the enpl oyees are
at conplete risk and the mnor, according to state statute,
is not allowed to access those prem ses wthout an adult.
The chair decided to renpve those sections from statute so
that the inconsistency was no longer in place. Now, it is
up to the owner of the bar and the bartenders to card
everyone who | ooks under age.

9:09: 27 AM

Senator Ellis asked if |aw enforcenment has expressed an
opi nion about the change. M. Peterson said that the |aw
enforcenent agency had not been asked about the change.
Senator Ellis suggested that be done.

Co- Chair Stednman W THDREW his OBJECTION to the adoption of
t he new CS.

Senator Ellis OBIJECTED.

Senator O son spoke from the experience of having run a
business and having been wary of sting operations. He
commented in favor of the change in the new CS.

Senator Ellis stated that he preferred to have |aw
enforcement contacted in order to know if this is the right
policy call.

9:11: 33 AM

Aroll call vote was taken on the noti on.

I N FAVOR: Egan, Huggins, d son, Thomas, Hoffman, Stedman
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OPPCSED: Ellis
The notion to adopt CSSB 234 (FIN) passed (6-1).

SB 234 was heard and HELD in Commttee for further
consi derati on.

9:12: 21 AM

#sb239
SENATE BI LL NO. 239

"An Act relating to ignition interlock devices, to
refusal to submt to a chemcal test, and to driving
whi | e under the influence.”

Senator Thomas asked if the interlock device had a timng
device whereby if a person helped an intoxicated person
start their car it would only run for a certain anount of
time before needing to be restarted.

Ms. Cha said that was correct

Co- Chair Stednan provided the history of the bill. He noted
two zero fiscal notes.

Co-Chair Hoffman MOVED to REPORT CSSB 239 (JUD) out of
Committee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSSB 239 (JUD) was REPORTED out of Commttee with a "do
pass” recomrendation and with two zero fiscal notes: FN 1
(LAW and FN 2 (ADM).

9:14: 32 AM

#sb243
SENATE BI LL NO. 243

"An Act renoving the royalty obligation for geothernal
resources.”

Co- Chair Hof fman MOVED to ADOPT CSSB 243 (FIN), |abeled 26-
LS1346\ S, Bul | ock, 3/26/10.

Co- Chair Stedman OBJECTED.

Senat e Finance Committee 5 04/02/10 9:02 A M



M KE PAW.OASKI, STAFF, SENATOR LESIL MCGQU RE, explained

that the changes in Version S of the bill attenpt to renedy
problenms that the committee identified in a previous
hearing. GCeothermal resource, while it is renewable, 1is

al so subject to waste. The CS attenpts to delineate the
responsibility for the regulation of geothermal resources
between the Departnent of Natural Resources (DNR) and the
Alaska O and Gas Conservation Conmm ssion (AOGCC). The CS
charges AOGCC with regulating drilling and exploration and
wast e of geothermal resources. The CS charges DNR with the
regulation of wutilization and |and managenent. This is
simlar to the structure in place for oil and gas matters.

M. Pawl owski detailed the sections of the bill:

Section 1 anmends AS 31.05.030 clarifying that the Al aska
Ol and Gas Conservation Conm ssion (AOGCC) has
jurisdiction over the exploration and devel opnent
of geot her mal resour ces; except for t he
managenent of | eases and units.

Section 2 anends the royalty rate for geothermal resources
in AS 38.05.181(g) to reflect federal royalty
rates; 1.75% of gross inconme during the first 10
years and 3. 5% of gross incone thereafter.

Section 3 adds a new section to AS 41.06 delineating
jurisdiction over geothermal resources between
the AOGCC and Departnment of Natural Resources
( DNR) .

Section 4 anends AS 41.06.010 to allow the AOGCC to
i nvestigate the waste of geothermal resources.

Section 5 repeals and reenacts AS 41.06.020 to set out the

jurisdiction of the AOGCC over all land in the
state and to allow for the suspension of the
application of chapter 06 on federal Iland if

simlarly regulated by Federal government and
clarifies the application of the chapter.

Section 6 anends AS 41.06.030(a) to clarify that a plan of

devel opnent and operation for a geothernal
resource nust be filed with the AOGCC
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Section 7

Section 8

Section 9

anends AS 41. 06. 030( b) to clarify t hat
unitization by DNR of a geothernmal resource
system under AS 41.06.030 when the geothernma
resource systemincludes state | and.

anmends AS 41.06.030(c) to conform to the changes
made in section 7.

amends AS 41.06.030 by inserting a new subsection
(e) that allows the comm ssioner of DNR to adopt
regul ati ons necessary to inplenent the purposes
and intent of chapter 6.

Section 10anends AS 41.06 by adding a new section
41.06.035 allowing the AOGCC to issue orders and
i npose requirements to prevent waste and protect
correlative rights on any geothermal operation.
This section also allows the AOGCC to adopt
regul ati ons.

Section 11 repeals and reenacts AS 41.06.040(a) governing

the authority of the AOGCC to adopt regul ations
governing the safe developnment of a geothernal
resour ce.

Section 12 anends AS 41.06.040 (b) to allow the AOGCC to

require a geothernmal operator to file a surety
bond.

Section 13 anends AS 41.06.040(c) to require notification

Secti on

of the AOGCC rather than the DNR is geothernma
exploration encounters hydrocarbons and ot her
fissionable material s.

14 amends AS 41.06.040(d) to replace the
comm ssioner of DNR with the AOGCC for the
pur poses of aut hori zi ng i nspection of a
geot hermal operati on.

Section 15 repeals and reenacts AS 41.06.050 governing the

Secti on

AOGCC permtting process for geot her mal
expl oration and devel opnent drilling.

16 anmends AS 41.06 by adding a new section

41.06.055 authorizing a regulatory cost charge
for geothermal wells.
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Section 17 repeals and reenacts AS 41.06.060 providing
definitions for AS 41.06

Section 18 repeals AS 41.06.030(d) governing | ease
operations under an approved plan of devel opnent
and AS 41.06.040(e) the exenption from AQOGCC
authority of geothermal resources.

Section 19 adds a new section to the uncodified |aw of the
State of Alaska that applies the royalty rates
established by section 2 to |leases entered into
or renewed after the effective date of the act
and directs the conm ssioner of DNR to offer the
royalty rates established by section 2 to an
exi sting | essee.

Section 20 adds a new section to the uncodified |aw of the
State of Alaska that governs the transition of
authorities over geothermal resources established
in this act.

Section 21 adds a new section to the uncodified |aw of the
State of Alaska that gives direction to the
revi ser of statutes.

Section 22 imedi ate effective date for section 20

Section 23 effective date of July 1, 2010

9:19:31 AM

Co- Chair Stedman W THDREW his OBJECTI ON to adopting Version
S. There being NO further OBJECTION, it was so ordered.

Senator Huggins inquired if the legislation was "conmmon
practice" for bringing on new sources of energy. He opined
that geothermal energy will be one of the features of the
state's future energy portfolio and wll be abundant and
af fordable. M. Pawl owski agreed. He stated that the intent
of the CS is to adopt a nodern framework for geothernal
expl oration and devel opnent.

Co-Chair Stedman asked for nore information about the
percentage of the |ease fee, now and after 10 years. M.
Pawl owski reported that the royalty rate in current statute
i s anywhere between 10 percent and 15 percent of the gross
electricity sales. The conm ssioner of DNR has the ability
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to reduce that. Since geothermal energy is not exportable,
in order to nake Al aska conpetitive for the devel opnent of
geot hermal resources, the federal rate of 1.75 percent on
gross electricity sales for the first ten years was
adopted. That rate changes to a 3.5 percent of the gross
sales for the followwng 10 years. Per the commttee's
request, Senator MGQGuire's office subnmtted an explanation
of the annual rate under a specific project.

9:21:47 AM

Co-Chair Hoffman MOVED to report CSSB 243 (FIN out of
Committee Wi th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so order ed.

Co-Chair Stedman noted three fiscal notes.

CSSB 243 (FIN) was REPORTED out of Committee with a "do
pass" recomendation and with a new zero fiscal by the
Departnent of Natural Resources, a new zero fiscal note by
the Departnent of Adm ni strati on, and a previously
publ i shed zero FN 2 (REV).

9:22:45 AM

#sb264
SENATE BI LL NO. 264

"An Act relating to the board, investigations, and
exam nations of the Alaska Comercial Fishing and
Agriculture Bank; and providing for an effective
date."

Co-Chair Stedman asked if there were any questions about
the bill. He noted one fiscal note.

9:23:28 AM

Co-Chair Hoffman MOVED to report SB 264 out of Conmittee
wi th individual recommendations and the acconpanying fiscal
not e.

SB 264 was REPORTED out of Comrmittee with a "do pass”
recommendation and with FN 1 (CED).

#
ADJ QURNVENT
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The neeting was adj ourned at 9:24.
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